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to sacrifice, or at any rate to postpone, other useful
forms of an even beneficial expenditure. Nor are
the resources of taxation, within free trade, yet
exhausted."

In one of its aspects the Select Committee of 1906
on the income-tax had been an investigation into the
possibility of increasing these resources. It was also
the outcome, of course, of the growing opinion which,
as we have seen, had found frequent expression in
Parliament that the income-tax, which had remained
essentially and structurally unaltered since the days
of Mr. Pitt, no longer corresponded with modern
scientific requirements, and was, as had always been
recognized (see the inquiries by the Select Committees
of 1851 and 1861), inequitable in many respects in
its incidence. But interest on the subject had been
quickened and strengthened by the hope and intention
of the younger school of radical financiers of making
it a much more efficient engine of revenue by means
of a graduation which should tax the higher incomes
in a more adequate manner, and by a differentiation
which should mitigate the burden for those least able
to bear the increased rates of a permanent tax.

It is these technical terms which define the appli-
cation to the income-tax of the principle that a man
should be taxed according to his ability or capacity
to bear taxation; and the criterion by which the rate
appropriate to a particular income is decided upon
is, of course, in the case of graduation, the amount of
the income and, in the case of differentiation, its
character or value as permanent or precarious, spon-
taneous or industrial, unearned or earned.

Much the more important of the two principles